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C_a_u_t_i_o_n_a_ry__s_t_1t_e_qe_qt,: Al-1 statements in this Quarterly Report on Form l-O-e that.
do not reflect historicaL information are forward-looking statements, within the
meaning of the Private Securit.ies Litigation Reform Act of 1995 (as amended).
Forward-Iooking statemenls include stat,ements concerning the pending merger wit.h
The Dow Chemical Company ("Dov/', and, with regard to the merger, the "Dow
Merger") ,' plans,. objecti-ves,. strategies; anticipated future events or
performance,' sales; cost, expense and earnings expectations; inEerest rate and
currency risk management; Ehe chemical market,s in 2O0O and beyond; development,
production and acceptance of new products and process technologies; ongoing and
planned capacity additions and expansions; joint vent,ures; Management's
Discussion and Analysis; and any other statements thatr do not reflect historical
information. Such forward-looking statrements are subject to risks and
uncertainties. fmportant factors that could cause actual results tso differ
materially from those discussed in such forward-looking statements include the
supply/demand baLance for the corporation's products; customer inventory levels;
competitive pricing pressures,' raw material avaiLability and costs; changes in
industry production capacities and operating rates; currency exchange rates;
intserest raEes; global economic conditions; competit,ive technology positions;
failure by che corporation to achieve technology objectives, achieve cost
reduclion targets or complete projects on schedule and on budget; inability to
obtain ne\r/ customers or retain existsing ones; and, with respect to Ehe Dow
Merg'er, failure to obtsain necessary regulatory and other SJovernmental approvals
and failure to satsisfy conditions of the merger agreement.



PART I. FINAITCIAL TNFORMATTON

gllroN CARBIDE CORPORATION Ar.rD SITBSIDIARTES
COIIDENSED CONSOLIDATED STATEMENT OF TNCOMC

Millions of dollars
(Except per share figrures)

Q.ga_1t_e-1_e_q{q{_s_ep!qqbe!_l.gr.

_2_0_0_0- 1999

$1,537 $1,498
NET SALES

Cost of sales, exclusive of depreciation andamortization
Research and development
Selling, administ.rative and other expensss (a)
Depreciation and amortization
Partnership income (loss)
Other income - netr

INCOME BEFORE INTEREST EXPENSE AI{D PROVISTON FOR
INCOME TAXES
Interest expense

INCOME (LOSS) BEFORE PROVISTON FOR INCOME TA)GSProvision for income taxes

INCOIIE (LOSS) OF CONSOLIDATED COMPAI{rES
A}ID PARTNERSHIPS
Minority interest
fncome from corporate investment,s carried at equity

NET INCOME

Earnings per common share
Basic
Diluted

Cash dividends declared per connnon share

(a) selling, administrative and other expenses incrude:Selling
Administrative
Other expenses

The Notes to condensed consoridated Financiar statementsshould be read in conjunction with this sLatement.

L,42L
37
48

100
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34
35

1,232
38
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Pages 7 through 13



I]NION CARBIDE CORPORATION AI{D SUBSIDIARIES
CONDENSED CONSOLTDATED STATEMEMT OF INCOME

Millions of dollars
(Except per share figures)

Nine months ended September 30,

NET SATES

Cost of sales, exclusive of depreciation and
amortization

Research and development
Se11ing, administrative and other expenses (a)
Depreciation and amortization
Partnership income
Other income - net

INCOME BEFORE IIiTTEREST EXPENSE AND PROVISTON FOR
TNCOME TAXES
Interest expense

TNCOME BEFORE PROVISION FOR INCOME TA)GS
Provision for income taxes

INCOME OF CONSOLIDATED COMPAIiIIES AIVD PARTNERSHIPS
Minority interest
Income (foss) from corporate investments carried
at equity

INCOME BEFORE CUMULATIVE EFFECT OF CIIANGB IN
ACCOUNTTNG PRINCIPLE
Cumul-ative effect of change in accounting principle

NET INCOME

Earnings per common share
Basic -

Income before cumulative effect of change
in accounting principle

Cumulative effect of change in account,ing principle
Net income

Diluted -
Income before cumulatiwe effect of change

in accounting principle
Cumulative effect of change in accounting principle
Net income

Cash dividends declared per

(a) SelIing, administrative
Selling
Administrative
Other expenses

common share

and other expenses include:

_2_0_0_0_

F;_4J_9_2_8-

4,Ogg
115
L82
304

5
69

1222

.s_4_.3_1_9.

3 ,369
LL4
199
302

20
93

3 l_3
TL7

195
____!2.

L47
6

___ 1_1_5_

,t:_

s 2s5

$ r.go

$ 1.90

s r_. 85

1. 85

65
65
5l_

349
____2q

259
4

___i1q)

447
98

2L7
(20 )

$ 1e7

$ 1.63
._l_0_._l:)
$ 1.48

r_ .59
lo_,_1_t)
r-.45

$ 0.67s

$ 70
69
50

The Notes t,o Condensed ConsoLidated
should be read in conjunction with

Financial St,atements
this st,atement.

$ 1.82 $ 19e
======

on Pages 7 through 13



UNION CARBIDE CORPoRATIoN AITID s0BSIDIARIES

Millions of dollars

ASSETS

Cash and cash equivalents
Notes and accounts receivabl_e
Inventories
Other current assets

Tota] current assets

Property, plant and eguipment
Less : Accumulated depreciation

Net fi_xed assets

Companies carried at equity
Ot,ber investments and advances

Total investments and advances

Other assets

Total assets

Er4lr_rlr_rjlr_Ef__4f qD__s_qo_qKrlqleEBql_EQgITy
Accounts payable
Short-term debt and current portion of long_term debtOther accrued liabilities

Total- current liabilities

Long-term debt
Postretirement benef it obligation
Other long-term obligations
Deferred credits
Minoricy st,ockhoLders' eguity in consolidated
subsidiari-es

Stockholders' equity:
Common stock - authorized - SOO,OOO,0O0 shares

issued - l-58,495,792 shares
(L57,57I,933 shares in Lggg)

Additional paid-in capital
Other equity adjustments
Accumulated other comprehensive loss
Retained earnings
Unearned employee compensation _ ESOp
Treasury sgock, at cost - 23,4l.-3,9g4 shares

(23,428,229 shares in 1999)

Total stockholders' eguity

Total l_iabilities and stockhold.ers, equity

The Notes to condensed consolidated Financial stacementsshould be read i-n conjunction with this statemenE.

$63
1, L04

701
314

2,L82

9,31-1

":::
4,577

Sept.30,
_2_0_0_0-

Dec. 31,
1999

$ar
7, , L32

580
297

2,150

9 , O5'7

-i:lll
4 ,52L

756
75

994
93

r, o87

526

S I,372

$ gse
1,, L11

749

831

455

i 7,e57

$ 32e
782
678

2,L96

L,'755
428
547
640

40

L58
3-97

(1)
(2L7)

3 ,697
(4e)

(1,019)

L ,789

1,869
438
503
s99

42

158
165

(1)
( 160)

3,530
(s5)

(1,019)

2,766 2 ,6L7

$ 8,372 g 7,957
=======

on Pages 7 through 1_3



I'NIU.. CARBIDE CORPORATTON AIiID SI,'BSTDIARIES
COIIDENSED CONSOLIDATED STATEMET T OF CASH FLOWS

Millions of dollars
Nine Months Ended Sept. 30,

2000 L999
Increase (decrease) in

Cash and cash equivalent.s
OPERATIONS
frrc-ome -U-efore cumul-ative effect of

accounting principle
Noncash charges (creditss) to net

Depreciation and amortizat,ion
Deferred income taxes
Eguity in (earnings) losses of

net of cash received
Other

rncrease in working capital (a)
Long-t,erm assets and liabilities

Cash Fl-ow From Operations

TNVESTING
- - clp-i-ta1- expendi ture s

change in
income:

joint ventures,

Investments, advances and acguisitions
Proceeds from the saLe of

available- for-sale securities
Purchase of available-for-sale securities
Sale of fixed and other assets

Cash Flow Used for Investing

FINANCING--eha;At1n short-t.erm debt (3 mont,hs or less)
Proceeds from short-term debt
Repayment.s of short-term debt.
Proceeds from long-t.erm debt
Repayrnents of long-term debt
Issuance of common stock
Purchase of common stock
Pa)ment of dividends
Otsher

Cash Flow From Financing

Effect of exchange rate changes on cash and
cash eguivalents

Change in cash and cash equivalents
Cash and cash eguivalents, beginning-of-peri.od

Cash and cash equivalents, end-of-period

Cash (received) paid for interest and income taxes
Interest (net of amount capitalized)
Income taxes

(a) Net change in certain components of working
capital (excluding noncash t,ransact,ions) :

(Increase) decrease in current assets
Notes and accounts receivable
Inventories
Other current assets

(Decrease) increase in payables and accruals
(Increase) decrease in working capital

The Notes to Condensed Consolidated Financial Statements
should be read in conjunction with this statement.

s 256

304
4L

(84)
(80)
(13)

__:::)

-:::
(3e7)
(184)

143
(84 )

6-iii"r

; 2r7

302
99

53
36

(2LL)

_ _::'_)

::"_

(sse)
(el_)

28
(3s)
26

( 531)

342
I

(1e)

( 1r-4 )
25

( e1)
5

243
2

(17)
285

(227)
4t

(so)
(eo)
11

156 198

22
4t

$es

1
(13)
49

$ge

s
)

$
)

L24
(24)

93
31

s24
(2L)
(1e)

3

$ (176)
62

(2L )
(76)

$ (13)

Pages 7 through L3

$ (211)



2.

UNION CARBIDE CORPORATION AND SIIBSTDTARTES
NOTES TO CONDENSED CONSOLTDATED FINANCIAL STATEMENTS

Consolidated Financial Statemenrs

rn the opinion of managemenE, the accompanying unaud.ited condensedconsolidated financial statements include all adjusLments necessary fora fair statement of the results for the interim periods. Theseadjustments consist of only normal recurring adjustments. Theaccompanying statemenEs should be read in conjunction with the Notes t,oFinancial statements of union carbide corporaiion and subsidiaries (thecorporation or ucc) in t.he r-999 annual report to stockhor_ders.

unrealized gains and rosses resurting from translating foreignsubsidiaries' assets and riabilities int,o u.s. dolr_ars g"rr".irry -r.recognized as part of "Comprehensive income,r, and are included in
"Accumul-ated other comprehensive 1oss" on the Cond.ensed ConsoLidatedBalance sheet until such time as the subsidiary is sold or substantiarlyor completely liqui-daEed. TransLation gains and. rosses relating tothose operations rocated in Latin American countries wherehyperinflation exists and to international operations using the u.s.dollar as their funct.ional currency are incr-uded. in the condensedConsolidat.ed StatemenE of fncome-

Comprehensive Income

The following summary presents the components of comprehensive income:

Qg3r_r_t_e_q_Egr_de_Q

Sept.30,MiLlions of dollars,

Net income
Ot.her comprehensive income:

Unrealized gains and losses on
availabLe- for-sale securities,
net of reclassification adjustments
and net of tax

Foreign currency translation
adj ustments

Comprehensive income

fnventories

Millions of doIlars,

Raw materials and supplies
Work in process
Finished goods

$3 $84 $199 $1s1

_2_0!_o

>z>

_1gge

s77

ryJ.I_e_llo_n_t_lts__E_rf {eq
Sept.30,

?_00_0- _lgg_e.

$2 s6 sr-97

(3) (1)

(23) I

1

(s8)

1

(47 )

Sept- 30,
_29_o_0

sl_5 9
67

465

Dec.31,
!_e_e_s_

)r5z
45

483

$7 01
::::



Business and Geographic Segment Information

The corporation has two operating segments, Specialties c Intermediates
(s&r) and Basic Chemicals & Polymers (Bc&P). The s&I segment includes
the corporation's speci-alt,y chemicars and porymers product lines,
licensing, and solvents and chemical intermediates. The BC&p segment
incLudes the corporation's ethyrene and propylene manufacturing
operations as werr as the product,ion of first-level ethyrene and
propyrene derivatives-poryethylene, polypropylene, ethylene oxide and
ethylene glycol. In addition to its operat.ing segments, the
corporation's other segirnent includes its non-core operations and.
financial transacEions other than derivat.ives designated as hedges, which
are included in the same segment as the item being hedged.

sares of the Bc&P segment include intersegrment sales, principally
ethylene oxide, which are made at the estimated market value of the
products transferred. The corporat.ion evaluates performance based on
rncome before j-nterest expense and provision for income taxes (operating
profit) .

Millions of dollars,
for the guarter ended

Septernlcer 30, 2000
Netr sales
Intersegment. revenues
Segment revenues
Depreciation and

amortization
Partnership income (1oss)
Operating profit (Ioss)
Interest. expense
Income from corporate
inveslment.s carried

at equity

Millions of dollars,
for the quarter ended

Septernlcer 30, 1999
Net sales
Intersegment revenues
Segment revenues
Depreciat,ion and

amortization
Partnership income
Operating profit (loss)
Interest expense
Income from corporate
investments carried

at eguity

sL, L22

!, L22

55
(5)
45

$1, 057

l, o57

67
L'7

l_34

'-

tir
32

Total

sl_, 537
99

I ,735

100
(6)
34
35

33

Total

$1,498
81

L,579

103
18

L23
32

t2

9qI

D&I

BC&P

515
99

6L4

35

(1s )

BC&P

$441
81

522

35
1

'l'

L2

.o-!Ee-r

$-

4
35

Other

32



Millions of dollars,
for the nine months ended

Sept,ember 30, 2000
Net sales
Intersegment revenues
Segment revenues
Depreciation and

amort.ization
Partnership income
Operating profit
Interest expense
Income from corporate
investments carried

at eguity

Millions of do]l-ars,
for the nine months ended

Septernber 30, 1999
Net sales
Intersegment revenues
Segment revenues
Depreciation and

amortization
Partnership income
Operating profit (loss)
Interest expense
Income (foss) from
corporate investments

carried at. eguity

qeI

$3, 355

3, 35s

199
4

2L9

s&r

F_c_qq

$1, 573
304

L,877

105
2

89

t-1 5

BC&P

Other

5
L17

Other

Totsa1

$4,928
304

5,232

304
6

313
LL7

1 l_5

Total

$4, 318
188

4 ,506

302
20

447
98

(38)

s3,L27

3,L27

$1, 191
188

L,379

110
1

(82)

(421

L92
19

530 (L)
98

operating profit for the nine months ended september 30, 2oo0 includes an g18
mill-ion gain on shares received. and soLd in connection with thedemutualizaLion of Metropolitan Life rnsurance company, a provider of certainemployee benefit programs for the corporation, of which g12 million and g6
million were recognized by the s&r and Bc&p segmenL, respectively-

The operating profit of the s&r segment inc]udes $38 million and g50 millionof net gains from litigation settlements related to l-icensing for the quarter
and nine months ended Septeniber 30, Lg9g, respectively.



Earnings Per Share

Millions of dollars,
except per share amounts

Income before cumulatiwe effect of change
in accounting principle

Cumulative effect of change in accounling
principle

Net income

Basic -

weighted average number of shares
outstanding for basic calculation

Earnings per share -
Income before cumul-ative effect of chanqe

in accounting principle
Cumulative effect of change in accounting

nri nai nl a

Net income

DiLuted -

Weight.ed average number of shares
outstanding for basic calculation

Add: Effect of stock options
Weighted average number of shares

outstanding for dj,luted calcuLation

Earnings per share -
Income before curnulative effect of chanqe

in accounting princi.ple
Cumulat.ive effect of change in accounting

principle
Net income

Commitments and Cont,inqencies

Ouarter Ended seDE.. 30. Nine Months Ended Sept. 30.1
2000 L999

! - g,114 !33, 464._,s24 !3!*J.95 .t25. ll:-415-. e86

so .22 $0. s8 $r..90 s 1.63

2000

S 2e

i z>

s0.22

r34,960,774
2, Ir4 .516

r3'7 , 075 .390

r.999

> rt

-
s17

_-i
)u.56

1-33 .464 ,524
3 ,434 ,24A

\36 , 898 .7'72

$ 2s6

_i
s 2s6

r34,705,126
2 ,8I5 .215

13?,520.401

) z! I

(20)
{ 1o?

J (0.15)

Lg.q $__1.48

133, 1 35, 986

3 ,220 ,422

135, 356.408

so.22

_.--.:
so.22

)u. > /

J

.u-1

s1.85

s1.85

) r.5v

(0.14)
s 1.45

The corporation has three major agreements for the purchase of ethylene-
related products and two otsher purchase agreements in the u.s. and
Canada. The net present value of the fixed and determinable portion of
obligations under these purchase commitsments at september 30, 2ooo
trotaled $185 million.

The corporation is subject to loss contingencies resulting from
envj-ronmental laws and regulations, which include obligations to remove
or remediate the effects on the environment of the disposal or release of
certain vtastes and substances at various sites. The corporation has
established accruals in current dol]ars for those hazardous waste sites
where it is probable that a loss has been incurred and the amount of the
loss can be reasonably estimated. The reliability and precision of the
loss estimates are affected by numerous factors, such as different stages
of sj-te evaluation, the allocation of responsibility among potent.ially
responsible parties and the assertion of additional_ claims. The
corporat,ion adjusts its accruals as new remediation requirements are
defined, as information becomes available permitting reasonable esLimates
to be made, and to refLect new and changing facts.

l0



At september 30, 2ooo, the corporation had establ:-shed environmentalremediation accruals in the amount of $187 million. These accruaLs have twocomponents, estimated future expenditures for site investigation and cleanupand estimated future expenditures for cLosure and postclosure activiti-es.
l:^"o91-t1"", the corporation had enwironmental loss conringencies of
) /6 mLl.|]-on.

The corporation has sole responsibility for the remediation ofapproximately 40 percent of its environmental sites for which accrual_shave been established. These sites are welr advanced. in theinvestigation and cleanup stage. The corporation,s environmentalaccruals at september 30, 2ooo included 9153 million for t.hese sites, ofwhich ga3 mil-Lion was for est.imated future expenditures for siteinvestigation and cleanup and $110 milLion was for estimated fuEureexpenditures for closure and postclosure activities. rn addition,
$61 million of the corporation's environmentar loss contingencies reLatedto these sites - The three sites with the largesE totar potential cost tothe corporation are nonoperating sites. of the above accruals, thesesites accounted for $51 million, of which $12 million was for estimatedfuture expenditures for site inwestigation and cl-eanup and g39 millionwas for estimated future expenditures for closure and postcrosureactivities. rn addit.ion, $ao mill-ion of the above environmentaL losscontingencies related to t.hese sites.

The corporation does not have sol-e responsibility at the remainder of itsenvr-ronmental sites for which accruals have been established. AII ofthese sites are in the investigation and cr-eanup scage. Thecorporatr-on's environmental_ accruaLs at september 3o, 2ooo incruded
$34 million for estj-mated future expenditures for sit.e i-nvestigatron andcleanup at these sites. rn addj.tion, g17 mi_I1ion of the corporation,senvironmental loss contingencies related to these sites. The largesc twoof ttrese sites are also nonoperating sj-tes. of the above accruals, thesesltes accounted for $12 millj-on for estj-mated future expendit,ures forsite investigation and cleanup. rn ad.dition, g2 milrion of the aboveenvr-ronmental 10ss contingencies related to these s1tes.

rn 1999, worldwide expenses rerated to environmental protection forcompliance with Federal, state and local raws regulating sorid andhazardous wastes and discharge of materials to air and water, as welr asfor waste site remedial activities, totaled $118 million. Expenses in1998 and 1997 were 991 milrion and gloo mirrion, respectively. whireestimates of the costs of environmentar protect,ion for 2ooo arenecessarily imprecise, the corporation estimates that t.hese expenses willapproximate the average of the 1ast. three years.

The corporation severally guaranteed up to approxj-maEery $L22 million atSeptember 30, 2OO0 of EeUATE petrochemical Company,s (EQUATE) debt. and.working capital- financing needs. The corporat.ion has al_so severalryguaranteed certain sales volume targets untiL EeuATE,s sales capabilitiesare proved. rn addition, the corporation has pledged its shares in
EQUATE as security for EQUATE's debt. The corporation has political riskinsurance coverage for its equity investment and a majority of icsguarantee of EeUATE's debt-

The corporation had additional conti.ngent obligations at september 30,2000 uotaring $85 million, of which g28 milrion related. to guarantees ofdebt.

The corporaEion and its consori-dated. subsidi"aries
number of 1egal proceedj-ngs and claims with boLh

are invol-ved in a
private and governmental

ll



parties. These co.-r a wide range of matters, including, but not limited
to: product liability; trade regulation,. lJovernmental regulac.ory
proceedings; hearth, safety and environmental matters; emplo).menE.;
patents,' conEracEs,' caxes; and commercial disputes . rn some of these
legal proceedings and claims, the cost of remed.ies that may be sought or
damages claimed is substantsial.

The corporation has recorded nonenvironmental litigation accruals of
$l-35 million and related insurance recovery receivables of S11? milLion.
At September 30, 2000, the corporation had nonenvironmental ligigation
loss contingencies of 971 million.

while it is impossible at t,his time to determine with certainty the
ultj-mat.e outcome of any of the legal proceedings and claims referred to
in this note, manaSJement. believes that adequate provisions have been made
for probable losses with respect thereto and that. such ultimate outcome,
after provisions therefor, will noL have a material adverse effect on the
consolidated financial position of the corporation, but could have a
material effect on consolidat.ed resul-ts of operations i-n a given quarter
or year. Shou1d any losses be sustained in connection with any of such
legal proceedings and claims in excess of provisions lherefor, they will
be charged t.o income when det.erminable.

7. Accounting Changes

Effective January 1, L999, the corporation adopted the provisions of the
American Institute of Certified Public Account.ants' statement of position
(SOP) 98-5, "Reporting on the Costs of StarE-Up Activities.', This SOp
reqr:'ires the expensj.ng of certain costs, such as preoperating expenses and
organizational costs associated with an entity's start-up activities. In
accordance with this SOP's provisions, on,January 1, :-999, the corporation
recognized a charge of 927 million (g2o million after-tax) as a cumulat.ive
effect of change in accounting principle, the majority of which represented
formatj-on cosCs associaEed with the corporation,s joint ventures.

rn 1998, the Financial Accounting Standards Board issued statement of
Financial Accounting Standards (Statement) No. 133, "Accounting for
Derivative InstrumenEs and Hedging Act.ivities.', It requires that an
entity recognize aL1 derivative instruments as either assets or
liabilities in the statement of financial position and measure those
instruments at fair value. changes in the fair value of ttrose
derivati-ves wil-l- be reported in earnings or accumul-ated other
comprehensive loss, depending on Ehe uses of the derivatives and whether
they qualify for hedge accounting. This stat.ement., as amended by
Statement No. 137, "AccounEing for Derivat.ive Instruments and Hedging
Activities - Deferral of the Effective Date of FASB st.atement No. 133, u

and Statement No. 138, "Accounting for Certain Derivat,ive Insg.ruments and
Certain Hedging Activities - an amendment. of FASB Statement No. 133, " is
effective for all fiscal quarters of fiscal years beginning after June
15, 2000. Due to t.he corporation's limited use of financiaL instruments
to manage its exposure to market risks, primarily related. only to changes
in foreign currency exchange rates, the corporation does not expect the
adopt.ion of statement No. L33 on January 1, 2oo1 to have a material
effect on the corporation's financial positi-on or results of operations.
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rn L999, the securities and Exchange commission issued staff Account,ingBulletin (sAB) 101, rtRevenue Recogmit,ion in Financial statement,s,,' whichsummarizes the staff']s views regard.ing the application of generally
accepted accounting principles to selected. revenue recogrrition issues.The corporation has determined that sAB 101 wi1l not, have a significanteffect on its revenue recognition policies and procedures.

8. The Dow Merger

on August 3, L999, the corporation and The Dow chemical company (Dow)entered an Agreement and plan of Merger providing for the merger of asubsidiary of Dow with and into the corp-ration. As a reaul_t of themerster, the corporation will become a wholly-owned subsidiary of Dow andthe corporation's shareholders wilr receive 1.611 shares of Dow corilnonstock for each share of ucc common stock they ovrn as of the date of themerger' on December l', L999, the corporation's shareholders approved themerger. on May 3, 2000, the European commission approved the mergersubject to the divestiture of certain assets and the licensing of certaintechnology' The merger is still subject to certain additionar conditionsincluding review by antitrrrst regulatory authorit,ies in the united stat,es.
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I{AIIAGTMEI T I S DISCUSSION AI{D A}IALYSIS OF FINAIICIAL CONDITION
A}ID RESI'LTS OF OPERATIONS

union carbide operates in two business segments. The speciarties &
Intermediates (S&I) segment. convert.s basic and intermediate chemicals into a
diverse portfolio of chemicals and polymers serving industrial customers in
many markets. This segment al-so provides technology services, inctuding
licensing, to the oil and petrochemicals industries. The Basic Chemicals &
Polymers (Bc&P) segment converts hydrocarbon feedstocks, principally
riquefied pet,roleum gas and naphtha, into ethylene or propylene used to
manufacture polyethylene, pollpropylene, ethylene oxide and ethylene g1ycol
for sale to third-party customers, as well as elhylene, propylene, ethyrene
oxide and ethylene glyco1 for consumption by the S&r segment. In comparison
wit.h those of s&I, the revenues and operating profit of BC&p tend to be more
cyclical and very sensitive to a number of external variables, including
overaLL economic demand, hydrocarbon feedstock costs, industry capaclcy
increases and plant operating rates.

In addit.ion to it.s business segments, t,he corporationrs Other segmenE,
includes its noncore operat.ions and financiaL transactions other than
derivatives designated as hedges, which are included in the same segment as
the item being hedged.

_S_uula_ry

The corporation reported third quarter net income of $29 million, or 5o.22
per diluted share ($O.22 per basic share). For the same quarLer in 1999, the
corporation reported net income of $77 mil-l-ion, or g0.57 per diluted. share
($0.58 per basic share). Net income for the nine months ended September 30,
2000 vtas $255 million, or $1.85 per diluted share (91.90 per basic share),
compared with net. income of $2I7 million, or $1.59 per diluted share (g1.G3
per basic share), before Lhe charge for a cumulative effect of a change in
accounting principle of 920 million, or 90.14 per diluted share (g0.15 per
basic share) , for the same nine months of 1999.

Consolidated net sales for the third guarter of 2000 were g1,537 million, an
increase of 9.3 percent over net sales of $1,498 million for the third
quarter of 1999 reflecting an 8.8 percent increase in average selling prices
coupJ-ed with a slight increase in volume. Consolidated net sales for the
first nine months of 2000 were 54,928 mi]l-ion, an increase of 14.1 percent
over net sares of $4,318 mirLion for the same nine months of L999,
representing a 14.2 percentr increase in average selling prices offset by a
sJ-ight decline j-n voLume. Al-though average selling price increases occurred.
in both segments, the majority of the three and nine month period. increases
came from products in the BC&p segment.

The corporation's unit varj-able margin (revenues less variabl_e manufacturing
and distribution costs divided by customer volume) was 12.9 cents per pound
in the third quarter of 2O0O compared with 14.1 cents per pound for the same
quarter j-n 1999. Consolidated unit variable margin for the ni-ne months ended
sept,ember 30, 2000 was 14.3 cents per pound compared with 15.0 cents per
pound for the same nine months of 1999. Declines for both the three and nine
month periods principally reflected lower unit variable margins in the S&I
selfments, caused by rising purchased material and energy costs, which were not
fully offset by increases in averalJe selling prices. Lower s&I unit variable
margins were partially offset by higher unit variable margins of the BC&p
segment, reflecting increases in average selling prices that more than offset
higher raw material and energy costs.
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Fixed cost per pound of product so1d. (fixed manufacturing and d.istributioncosts, plus research and development and seIling, administrative and otherexpenses, divided by customer volume) was 9.g cents per pound for the threemonths ended septernber 30, 2000 compared with 10.4 cents per pound for the
same quarter in 1999- For the nine months ended September 30, 200o fixedcost per pound of product sold was 10.0 cents compared. with 9.9 cents for thesame nine months of 1999. Fixed costs were reduced by a reduction in pension
expense of $23 miLlion and $69 mil-lion for the three and. nine monttr periods
ended September 30, 2ooo, respectively, as compared with the same periods in
l.999 ' the result of amortization of investment gains and. changes in actuariaLassumptions reflecting long-t.erm investment returns on pension plan assets.Additionally, fixed costs in the third quarter of 2ooo included a non-recurring decl-ine in se11ing, administrative and other expenses, as well asincreased costs associated with the start-up of the o]efins and polyethyleneunits in Canada_

Partnership income decreased from income of g1g mi]lion i-n the thj-rd quarterof L999 to a Loss of $5 mill-ion in the same quarter of 2ooo. For the firstnine months of 2ooo, partnership income was g6 mil_lion compared with g20
mill-ion for the same nine months of 1999. Declines in partnership incomeprimariJ-y reflect l-ower income associated with the corporation's uop jointvent.ure, which resulted from a reduction, particularly in inLernational-markets, of new projects undertaken by oi1 companies.

other income for the nine month period ended. september 30, 2o0o included an
$18 million ($11 million afEer-tax) gain on shares received and sold inconnection with the demutual-izatj-on of Metropolitan Life rnsurance company(Met Life), a provider of certain emproyee benefit programs for thecorporation and $15 million of int.erest income related to a tax refund.other income for the three and nine month periods ended September 30, rgggincl-uded $38 million ($29 million after-tax) and g5o mil-Lion (g38 millionafter-tax), respectively, of net gains from litigation settlemenE.s.

rnterest expense increased $3 million and g19 miLlion for the three and ninemonth periods ended september 30, 2000, respectivery, as compared with thesame three and nine month periods of 1999. These increases are primariJ-y theresult of a greater amount of average short-term debt outstanding during 2ooocompared with L999. Additj-onal1y, increases for the nine month period werepartially offset by an i-ncrease in capitalized interesE related. primarily tottre corporation's olefins and polyethyrene projects in canada and thecorporation's oprrMAL Group investment project in Malaysia.

rncome from corporaee investments carried at. eguity increased $2r mitlionand $153 million for the three and nine month feriods ended september 30,2000 compared wich the same periods in the prior year. rncreases vreredirectly attributable to better performance of the EeuATE and porimeri Europajoint ventures, partially offset. by preoperating expenses of the Malaysianjoint ventures.

Ttre corporation's effective tax rate for the three and nine monttr periods
ended September 30, 2OOO was 25.0 percent. The corporation,s effective taxrate for the same three and nine month periods i-n 1999 \./as 26.4 percent and25.8 percent, respectively.
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_C_o_rp_o_aa_t_e__qa_ts_ts_e_r_B_

fnterest Rate and Currency Risk Management

The corporation sel-ectively uses financial instruments to manage itrs exposure
to market risk related to changes in foreign currency exchange rates an6
interest rates. The corporation does not, hold derivative financial
instruments for trading purposes.

At September 30, 2OoO, the corporation held open foreign currency forward
contracts and options with net notional amounts of 9225 million and an
unrealized net gain of less than $1 mirrion. At september 30, 2ooo, the
corporatj-on did not hold any derivatives relat.ed to it,s interest rate
exposure.

The corporation uses sensitivitsy analysis to evaluate the potential effect of
movements in foreign currency exchange rat.es and interest rates on the
condensed consolidaEed financial statements. Based on this analysis, a
hypotheticaL l0 percent weakening in the U.S. dollar across all currencies
would have resu]ted in a 912.0 miltion net loss at september 30, 2ooo.
ALternat.ively, a hypothetical 10 percent. strengthening in the U.S. d.ollar
across alL currencies would have resulted in a $13.6 milLion net gain at
September 30, 2000. These gains and losses would generally be offset by
fluctuations in the underlying currency transactions.

At September 30, 2ooo, the corporation had long-term debt of 91,75S million,
of which $l-5 mi]]ion r^tas variabl-e-rate debt. A 10 percenE increase in market.
interest rates would have decreased the net fair market value of fixed-ratse
debt instruments by g10a million at september 30, zooo, and a 10 percent
decrease in market interests rates would have increased the net fair market
value of fixed-ratre debt instrumentss by $118 miltion at. September 30, 2OOO-

Ou_tsJ._o_o_F__-__C_o_rpo_Bt_g

on August 3, L999, the corporation and The Dow chemical company (Dow) entered
an Agreement and PIan of Merger providing for the merger of a subsidiary of
Dow wit.h and into the corporat,ion. As a result of the merster, the corporat,ion
will become a wholly-owned subsidiary of Dow and the corporation's
shareholders will receive 1.611 shares of Dow common strock for each share of
UCC common stock they own as of the date of the merger. On December l-, !99g,
the corporation's sharehorders approved the merger. on May 3, 2ooo, the
European Commj-ssion approved the merger subject to Ehe divestiture of certaj_n
assets and the licensing of certain technology. The merger is stil-I subject
to cert.ain additj-ona1 conditions including review by ant.it.rust regulatory
authorities in the United States. The transaction is intended to qualify as a
tax-free reorganization for United States Federal income tax purposes and is
expected to be accounted for under the pooling-of-interests method of
accounting.
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9pe_ci_a_l_tsi_e_s__q_I_qt_e_Eqediates

Millions of dollars,
except as indicated

Segment revenues
Depreciation and amortization
Partnership income (loss)
Operating profit
Income from corporate investments

carried at equity
Unit variable margin (cents/pound)
Fixed cost per pound of products

sold (cents/pound)
Capital expenditures

Ouarter Ended
Sept. 30, SepE. 30,

2000 L999

$1,t22 91,057
65 67
(6) t7
45 134

Nine Months Ended
Sept. 30, Sept. 30,

2000 l'999

1

L7 .6

13.1
29

20.7

ra - a

58

$3, 355
t99

4
21_9

18 .4

13.1
L45

i3 , t27
]-92

19
530

22 .9

J-3.7
zzu

s&r segment revenues increased 6.1 percent for the guarter ended septernjcer 30,2000 compared with the same quarter in 1999, the resuLt of a 7.5 percentincrease in average selling prices partiall-y offset by a 1.2 percent decLinein vol-ume' Revenues for the first nj.ne months of 2000 compared with the sameni-ne mont.hs of L999, increased ?.3 percent, the resurt of a 6.? percent,increase in awerage selling prices and a sright. increase in vor.ume.Throughout 2ooo, steady increases in purchased raw materiar and energy cosEseroded any benefit thj-s segment derived from increases i-n average serlingprices and volume.

Declines in partnership income for the tllree and nj-ne month periods endedseptember 30, 20oo compared with the same periods in 1999, piimarily reflected.lower earnings from the corporation's uoP joint venture. rn the currencenvironment of high demand and limited 
",rppty, many oi1 companies, incrudingthose serviced by uoP, have deferred catalyst replacement and technologyupgrade projects j-n order t.o keep refinery capacity running.

operating profit for the nine months ended september 30, 2000 inc]udes a g12mill-ion gain on shares received and sold in connecE.ion wit.h t.hedemutualization of Met Life, a provider of certain emproyee benefit programs.operating profit for the three and nine month periods enaea september 30, 1999includes s3g million and g5o mirrion, respectivery, in net gains fromlitigation settlements .

Looking ahead into the fourt.h quarter, the corporat.ion ant,icipates that,although raw material costs may remain high, operating profit. shoul-d benefitfrom modest improvement in variabre margins tor a number of speciarty andintermediate product lines. Partnership income is expected to remain low,until uoP's customers are read.y to begin work on delayed projects.
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93p_i_c__C_h_qqi_c_q1_e__e-_P_o_\egEq

Ouarter Ended Nine Months Ended
Millions of dollars, Sept. 30, Sept. 30, Sept. 30, SepE. 30,
except as indicated 20oo L999 2ooo t-999

Segment revenues 9514 SS22 St,g77 91,329
Depreciation and amortization 35 36 l-05 l_10
Partnershipincome - 1 2 L
operating profit (loss) (1s) (z) 89 (82)
Income (loss) from corporate

investments carried at equity 32 L2 115 (42)
Unit variable margin (cents/pound) 7.5 7.L 9.5 5.8
Fixed cost per pound of products

sold (cencs,/pound) 6.4 5.9 6.3 5.4
Capital expenditures 46 L2O 252 339

Revenues of the BC&P segment for the third quarter of 2oo0 increased 17.6
percent. over the same quarter of 1999 as a result of a 14.2 percent increase
in average cusEomer selli.ng prices coupled vrith a 2.3 percent j-ncrease in
customer volume. BC&P segment revenues for the first nine months of 20OO
increased 36.1 percent over the same period in the prior year as a result of a
33.2 percent increase in average customer selling prices, partly offset by a
l-.1- percent decline i.n cusLomer volume. In 2OOO, this segment's unit variable
margin has benefited from average customer sellj-ng price increases which,
untriL the third quarter, exceeded the impact of rising raw material and energy
costs.

Income from corporate investments carried at equity during the third quarter
of 2000 increased over the same period in 1999 and increased substantially
during t.he first nine months of 2000 compared with the same nine months of
L999. These increases represent improved performance at EQUATE and polimeri
Europa, which was only slightly offset by preoperating expenses associated
with the OPTIM.AL joint venLures. Although earnings in the chemical industry
are bei-ng negatively impacted by rising raw material costs, EQUATE benefits
f rom having advant.aged raw materj-al- supply cont.racts. Polimeri Europa's
performance in the year 2000 reflects better industry margins and volumes in
Europe, than in 1999.

Operatj-ng profit for the nine months ended September 30, 2O0O includes a g6
millj-on gai-n on shares received and sold in connection with the
demutualization of Met Life, a provider of certain employee benefit programs.

Outlook - Baeic Chemicals e Pol'ymere

The corporation's performance in the near term is highly dependent, on external
variables, such as the cost of ra\.r materials and energy, as well- as industry
operating rates. The company is anticipating increases in average fourt,h
quarter raw material and energy costs compared with third quart.er 1evels.
overall, average Bc&P customer selLing prices in the fourth quarter are likely
to be lower than in the third quarter, despi.te price increases in selected
product.s. Depreciation for the BC&P segment will increase due to the start-up
of the olefins and polyethylene units in Canada. Equity company results wil-I
Iikely decline from third quarter, primarily because of weakness at polimeri
Europa, as well- as increased preoperating expenses associat.ed with the
Malaysian joint venture projects.
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Environnental

Estimates of future expenses related Lo environment.al protection forcompliance with Federal, state and local- laws regulating solid. and hazardouswastes and discharge of materials to air and water, as well as for waste siteremedial activities, have not changed materiaLly since December 31, 1999.The reLiability and precision of the loss estimates are affected by numerousfactors, such as different slages of site evaluation, the allocation ofresponsibility among potential-ly responsible parties and the assertion ofadditional- claims- The corporation's environmentar exposures are discussed.in more detail in the "Commit,ments and Cont.ingencies,r footnote to thefinancial statements on pages 10 through 12 of this report on Form 1o_e.

ac_c_o_qr_E_igr_g_C_@qge_s_

Effective,January 1, L999, the corporation adopted. the provisions of theAmerican rnstitute of Certified Public Accountants, statement of position (sop)98-5, "Reporting on the Costs of start-up ActiviEies.', This sop requires theexpensingf of certain cosEs, such as preoperating expenses and organizationalcosts associated with an entity's start-up activities. rn accordance wi-th thj-sSOP's provisions, on aranuary 1, f 999, the corporation recognized a charge of
$27 million (S2o million after-tax) as a cumulative effect of change inaccounting principle, the majority of which represented formation coscsassociated wi_th the corporation,s joi-nt ventures

In 1998, the Financial Accounting Standard.s Board issued Stacement ofFinancial Accounting Standards (Statement) No. 133, ,,Accounting forDerivative rnstruments and Hedging Activities.', rt reguires that an entityrecognize all derivati-ve instruments as either assets or liabiLities in t.hestatement of financial posi-tion and measure those instruments at fair va1ue.changes in the fair value of those d.erivatives will be reported. i-n earningsor accumulated other compretrensiwe 1oss, dependi_ng on the uses of thederivatives and whether they qual-ify for hed.ge accounting. This statement,as amended by statement No- r37, "Accounting for Derivative rnstruments andHedging Activities - Deferral of the Effective Date of FASB stacemenc No.133," and Statement No. 138, "Accounting for Certain Derivative Instruments
and certain Hedging Activities - an amendmenE of FASB st.atement No. 133," iseffective for all fj-scal quarters of fiscal- years beginning after,June l-5,2000. Due to the corporation's limited use of financial instruments tomanage its exposure Lo market risks, primarily reJ.ated only to changes inforeign currency exchange rat.es, lhe corporation does not expect the adoptionof Statement No- 133 on.January 1, 2oo1 to have a material effect on thecorporation's financial position or results of operations.

rn 1999, the securitj-es and Exchange commission issued staff AccountingBul-Ietin (sAB) 101, "Revenue Recognition in Fi-nancial statements,,, which
summarizes the staff's views regarding the application of generalJ.y acceptedaccounting principles to selected revenue recognition issues. The corporationhas determined that sAB 101 will not have a significant effect, on ats revenuerecognition policies and proced.ures -

Financial Condition - s_epteqler_39._ ?9oo

cash flow from operations for the first nine months of 2000 was g3go mi11ion,a decrease of $39 mj-I1ion from the same period of L99g. This decline j_s
principall-y the resul! of a decrease in net noncash charges to net income,partially offset by a reduction in working capital requirements. Decreases
1n noncash charges to net income primarily resulted from an increase in
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undistributed earnings of t,he corporationrs joint ventures and a reduction inpension expense.

Cash fLow used for investing for the nine months ended Septernlcer 30, 2ooo
totaled $514 million, a decrease of $J.J-7 million from gG3L million in the
comparable period of 1999. This decrease is principally due to a decline incapital expenditures and an increase in the proceeds received from the saleof availabre-for-sale securit,ies partially offset by an increase in
investments, advances and acquisitions and increased cash used, for purchases
of available-for-sale-securities. Funding of major capital projects in thefirst nine months of 2ooo and 1999 included a new olefins facility, being
built jointly with NOVA Chemicals Corporat.ion, and a polyolefins project,
both in Canada. The increase in investments, advances and acquisitions
relates principally to the corporation's funding of its share of the cost ofthe Malaysian joinc venture projects.

At September 30, 2000, the corporation had approximately 9123 million in
commitments relat.ed to aut,horized construction projects and invesEments.
These commitments are anticipated to be met through operating cash flows.

cash flow from financing was $155 million for the first nine months of 2ooo,
as compared wit.h $198 mil-lion for the same nine months of 1999. The firstnine months of 2000 primarily included cash received. for issuances of common
stock of $25 mi}lj.on and net borrowings of 9217 million offset by cash paid
for dividends of S91 mill-ion. The first nine months of 1999 included net
proceeds of S25o mrllion from the april issuance of 6.70 percent. public
Notes, common stock repurchases of $50 milIion, cash di.vidends tot,aling
$90 million and net increases in debt,, excluding the April- 1999 issuance of
6.70 percent. Publ1c Noees, of 536 mj-Llion.

The corporation's rat.io of debt to total capital r^ras 50.5 percent at
Septernber 30, 2000 as compared $rit.h 49.9 percent at December 3j_, L9gg. At
September 30, 2000 there r.tere no borrowings outstsanding under the existing
major bank credit agreement aggregat.ing gf billion.
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ftem 1

ftem 6

PART II. OTHER INFORI"IATTON

-L_egal__P_qo_qe_e_{r_4gq

See Note 6 to the corporation's consolidated financial stat.emencs
on pages 10 through 12 of this report on Form 1O_e.

On October 5, 2000, the corporation was served. with an
administrative complaint and Notice of opportunity for Hearing(complaint) by the united states Environmental protection Agency,
Region 6, alleging violations of reporting reguiremenls under
Section 112 of the Federal C1ean Air Act at the corporation's Taft.
facility in Hahnville, Louisiana. The complaint seeks civil_penalties of 9159,840.00.

E_>$ib_i_t_s_ _qq{ _BepS{!q on Form I - K
(a) Exhibits.

The following exhibit is filed as parE. of this reporE,:

27 Financial Data Schedule

(b) The corporation fired the foLl-owing current reports on Form
8-K for the nine months ended September 30, 2000:

Form 8-K dated Jury 24, zooo, contained a Letter Agreement,
with reference to the Agreement and plan of Merger, dated. as
of August 3, 1999, among Union Carbide Corporation, a New
York corporation, The Dow Chemical Company, a Delaware
corporation, and Transiti_on Sub, Tnc., a Delaware
corporation.

Form 8-K dated.fury 31, 2ooo, contained the corporation's
press release dated July 31 , 2OOO.

Form 8-K dated September 27, 2OOO, contained a Letter
Agreement, dated september 27, 2ooo, with reference to the
Agreement and PIan of Merger, dated as of AugusE 3, Lggg,
among union carbide corporation, a New york corporation,
The Dow Chemical Company, a Del_aware Corporation, and
Transition Sub, Inc., a De1aware Corporation.
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SIGNATTIRE

Pursuant to the reguirements of the securities Exchange Act of 1934, theRegistrant has duly caused this report to be signed on its behalf by theundersigned thereunto duly authorized.

gN_rgry__qqp_r_DlE__c_o_qp_o_ry{Lr_o_ry

(RegisErant)

Date: !folu_e$p_1_3_,__2_q.g.o_ By: /s/tonn K. Wutff
.JOIIN K. WT'LFF
Vice-president,, Chief
Financial officer and
Controll.er
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EXHIBIT 27

<PAGE>

</TEXT>
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<DOCUMENT>
<TYPE> EX-21
<FTLENN{E> fds9302000.xfd
<DESCRIPTION> Financiaf Data Scttedule - Septenber 30, 2000
<TEXT>
<TABLE> <S> <C>

<ARTICLE> 5
<LEGEND> This schedule contains surunary financial
Union Carbide Corporation.s Form 10-e for the quarter
and is gualified j.n its entirety by reference to such
<MULTIPLTER> 1, OOO, OOO
<CURRENCY> U. S. DOLLARS

information extracted from
ended Septetnber 30, 2000,
financial statements.

<c>
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<s>
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0
0
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